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Abstract 
The delivery of goods in urban areas is the responsibility of private companies who order, and others who deliver the goods in the 
interest of the consumer. Traditionally, local governments are responsible for providing space and the right infrastructure. They 
are also responsible for minimizing the social costs that go with the use of this infrastructure.  
City Logistics, defined as “the process for totally optimizing the logistics and transport activities by private companies in urban 
areas while considering the traffic environment, the traffic congestion and energy consumption within the framework of a market 
economy”, focuses on the mutual responsibility of the public sector and private sector. How this mutual responsibility between 
the public sector and the private sector works cannot be subscribed beforehand. In the literature there are many different 
examples of government intervention in the area of urban delivery, from a strong directive approach, to leaving it all up to the 
free market. This paper discusses the power, reasoning and approaches to interventions in the urban freight network from the 
perspective of two countries, the Netherlands and Australia. 
© 2010 Elsevier Ltd. 
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1. The Netherlands Experience 
Before the question of interventionism is addressed the future efficiency of urban delivery some elements are 
essential, such as those proposed by van Binsbergen and Visser, 2001. These are that: 
 
x Proper zoning of major industrial areas for high consolidation, the use of intermodal operations for short 
distances and also the potential for larger vehicle configurations on very precisely planned roads is essential; 
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x Local consolidation centres with intermodal facilities exist; 
x Local network for urban delivery exists; 
x Loading and unloading locations, including pickup points be planned and be established; and 
x A multimodal long distance network exists. 
 
The planning and implementation of these facilities requires quite strong governmental intervention otherwise a 
large number of mini-terminals, business parks with freight, or just large numbers of independent large carrier 
depots will emerge across all locations that have an industrial zone or freight designation. In fact many projects in 
the area of city logistics are based on developing one or more of these facilities.  
Recently in Australia, “Freight Futures”, the Melbourne and Victorian Freight Network Strategy has adopted the 
conclusion that government must play a strong interventionist hand for planning infrastructure, network provision, 
zoning and productivity improvement. This is a turnaround on what the previous policy had been. In part because of 
micro analysis that was undertaken for the strategy that demonstrated the productivity benefits emerging from 
linking high freight industrial areas by a principal road freight network, and having several of these areas potentially 
also serviced by intra urban rail shuttles. The greenhouse benefits of this new ‘principal freight network’ are 
significant and arise from both network related consolidation benefits and higher capacity vehicle use on the 
network. This case study is also supported by ten years of developments in Europe. 
The downside of non-intervention are considered too great for large cities to ignore. Other countries are more 
reluctant and leave it all up to market forces. For researchers it is very difficult to promote their ideas on city 
logistics to public authorities when it is not clear if and how local authorities are going to support these new ideas. 
Feasibility studies don’t seem convincing enough to authorities. Are our ideas not bright enough or are authorities 
not convinced enough of the role they should play? In Melbourne however, the onset of significant amenity 
disruption through the increase of large container volumes in the urban areas and the necessity to maintain 
productivity across the transport and logistics industries proved a significant catalyst for a new era of in depth 
freight planning. 
In this paper, we develop an argument in favour of the public sector in city logistics being strong in relation to 
urban planning especially with relation freight land use planning. What can we use from the theory on public policy 
making in the context of city logistics, which can offer a mixture of local government initiatives and higher level 
government initiatives, and what should city logistics proposals mean for government planning? We shall use 
examples from the Netherlands and Australia to support our ideas.  
1.1. Recent examples in the Netherlands 
The role of the government regarding urban freight transport has been in the Netherlands on the agenda since the 
nineteen eighties. Urban distribution centres were proposed to solve urban freight problems but with little support 
from the majority of freight carriers. The Netherlands then moved from traditional planning, in which governments 
act as doctors, using top-down approaches, to progressive planning, in which governments act as educators to 
consultative planning, in which governments act as facilitators, using combinations of bottom-up and top-down 
approaches (Van Binsbergen and Visser, 2001). Following this approach the National Platform Urban Distribution 
was very successful in starting new projects as public private partnerships. 
The most recent move, began five years ago, and can be best described as the withdrawing government. This 
means a government that leaves as much as possible to the private sector. In 2004, the national and provincial 
governments withdrew from this platform based on a report that stated that urban freight problems are the 
responsibility of local governments and industry. Last year, the national department of Transport concluded that the 
department played no role in urban freight transport and that only under political pressure urban freight transport 
issues will be taken seriously.  
Also at the local level, the government’s role is limited. Environmental zoning seems to be taken seriously but no 
new initiatives for optimizing urban freight transport are undertaken. In Amsterdam, the city cargo-tram project has 
ceased. The company City Cargo Nederland went bankrupt. An important obstacle was the extra infrastructure costs 
for new tram rail, which the local government only wanted to pre-finance. Also there are questions about the role of 
the government. On the other hand, the private sector is capable of providing solutions when they see market 
opportunities. For instance, because of vehicle size restrictions within the city centre of Amsterdam local transport 
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companies are able to offer distribution services to other transport companies who don’t have the right trucks. In 
cities such as Nijmegen, Den Bosch and Amsterdam, private companies organize a collective urban distribution 
system. These examples show that it is important to investigate what the role of the government local or national 
really is.  
1.2. Government intervention: some basic rules 
An easy mistake made by many people is that if one thinks that something is good for society, should the 
government (local, regional, or national) support this initiative or should it be responsible for it. Is reducing noise 
hindrance in the public’s interest? How should the government take care of the quality of rail transport services? 
Why is the option to buy bread important to everybody but is the supply of bread not a public service?  
For these kinds of questions governments use some kind of framework of rules. In the Netherlands, the Ministry 
of Economic Affairs developed a framework for identifying issues of public interest (Teulings et al., 2003). This 
framework based on economic theory, consists of a set of criteria to determine if there is role for the government in 
a certain matter (social, economic or environmental).  
This framework, known as the “calculus” is now used in different policy areas of the Dutch national government, 
in particularly in transport policy.  The national policy for different modes (road and pipelines) and the transport 
industry has been evaluated and redefined. We will describe this framework in more detail because it demonstrates 
why governments are reluctant to support new urban freight initiatives in countries like the Netherlands. It is also a 
relevant set of criteria to determine the success factors of new urban freight initiatives to gain government’s support.  
1.3. Is there a problem requiring government intervention? 
Obviously, in most cases there is a problem, but is it clear what the problem really is? Does everyone accept there 
is a problem? Perhaps there are different perceptions of the problem or it is a deeper set of complex problems. The 
base set of reasoning is: suppose there is no government. Of course, there is always a government necessary for 
keeping institutional conditions for markets to work. But if there was no government will the problem be solved by 
the market?  
1.3.1. Legitimacy: The public interest is at stake when the markets work badly 
Market failure occurs when the free market fails to allocate resources in an optimum and efficient manner. There 
are four main sources of market failure: 
 
x Externalities  
x public goods 
x information problems/ asymmetry in information between supplier and customer 
x imperfect competition: through monopoly operations The provision of infrastructure, like roads is a typical 
example of a public good provided by a government. Although infrastructure is not by definition a public good, 
local infrastructure is a typical example of a good from which someone can be excluded or provided by the 
market. 
 
Environmental costs of freight transport in urban areas are a typical example of governments’ willingness to 
control the access to urban areas for freight trucks where transaction costs are set too high for free markets to 
develop, and welfare raising transactions don’t take place. 
There can also be political motives. This occurs were politicians do not accept the outcome of a free market. This 
is the case of: 
 
x inequity, and 
x individual decision mistakes, and  
x government failure itself, where problems caused through government failure in this market or another related 
market. 
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Innovations, such as those seen in transport technology are often supported through regulation in order to reduce 
externalities (e.g., environmental costs and damage) with of older technologies. Governments can also support 
product innovations to improve the dynamic efficiency within markets and generate welfare gains, which would 
otherwise not occur.  
When a problem can be defined using one or more of these above criteria then there is public interest, and as such 
a government has the legitimacy to intervene, in order to create a more appropriate solution. However, the 
governmental level at which the appropriate action is undertaken, be it local, regional, or national, needs to become 
responsible for the decision and implementation depends strongly on the size of the problem and the most effective 
and efficient path to deliver a solution. 
The next step in the framework used in the Netherlands describes the policy instruments required for each 
problem.  
1.3.2. Effectiveness 
Related to the extent to which goals or objectives can be reached by the solution/government intervention. 
1.3.3. Efficiency 
The balance of social costs and benefits, are usually based on cost-benefit analysis. Productivity gains are direct 
economic benefits that require special attention. 
1.3.4. Productivity 
The reduction of the net unit freight costs for users of both a terminal network through capacity changes, which 
are usually through better infrastructure provision, regulatory changes, or through operational business rule changes 
within and/or to or from specific freight terminals. In case of public support of a private operation of a city logistics 
service it is also important that the operation is financially sound.  
Legitimacy, effectiveness, efficiency and productivity are all essential criteria to evaluate proposed government 
interventions. 
What can we learn from an examination of these criteria? The criteria suggests that this is when there is a role for 
the government (legitimacy) and the right evaluation criteria for new proposals in the area of urban freight 
(effectiveness efficiency and productivity) are satisfied. It also tells us why feasibility studies are not enough to 
convince governments to take action in urban freight transport. The national government in the Netherlands has 
evaluated their role in urban freight transport using this framework. 
 
 
Figure 1 Netherlands intervention template (Source: Ministerie van Verkeer en Waterstaat, 2007) 
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The Urban Distribution Commission recommended in 2007 that the national government should intervene in the 
discussion between local governments and the transport sector about local vehicle restrictions. The national 
government tried to mediate and supported regional agreements on vehicle restrictions.  In the evaluation, the 
national government reconsidered if there was still a reason for further public intervention. 
Table 1 Intervention triggers for national government action 
Legitimacy Answer 
1a. Externalities?  Yes 
1b. Public good?  No 
1c. Information asymmetry?  No 
1d. Imperfect competition?  No 
2a. High transaction costs?  No 
2b. Inequity? No 
2c. Paternalism?  No 
3. Government failure? Yes 
4. Higher efficiency by government? No 
(Source: Ministerie van Verkeer en Waterstaat, 2007) 
 
The outcome of the evaluation suggested that there is no longer a real reason for intervention by the national 
government. After a long period of intervention, starting some twenty years ago beginning with the development 
urban distribution centres (see Van Binsbergen and Visser, 2001 for further information on urban freight transport 
policies in the Netherlands), this conclusion marked an alternative approach regarding the role of national 
governments in freight transportation. In the following section we discuss the new interventionist government 
direction for urban freight in Melbourne to the year 2035. 
2. The New Government Direction for Urban Freight in Melbourne, Australia 
2.1. Background  
Melbourne is Australia’s largest container port. It is predicted that by 2035, the urban container port task will rise 
from 2 million to 8 million TEU container equivalents, and general urban freight tonnages will rise by 102% (DoT, 
2008). From a land use planning perspective, what infrastructure should be developed and where and what other 
initiatives should be examined to dampen the massive growth in city freight movements?  A secondary but very 
important question is, “what will be the necessary infrastructure that will need to be planned for, within this time 
frame, in order of facilitate the movement of such freight growth?”  
The solution, if it is to work, would consist of five parts: 
 
x Setting aside and developing four major and several minor “Logistic Development Zones” in the major Industrial 
areas of metropolitan Melbourne preferably under existing legislation. 
x The development of specialized ‘bi-modal’ terminals, in these logistic development zones, and their ability to 
despatch urban rail services between the largest of these zones. 
x Linking the logistic development zones through a special “principal freight” network (Figure 2) for both road and 
rail tasks, 
x The ability to use Performance Based Standard (PBS) vehicles on a premium subset of the principal freight road 
network, and lastly, that 
x The urban rail freight terminal network be regulated by a controlling authority, whereby the terminal rules for the 
rail operators abide by the terminal rail arrival and rail despatch times. 
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The first three points are specifically directed at establishing and protecting the land and linkages for the urban 
freight network. The last two points are regulatory initiatives that allow for productivity and stability of operations. 
2.2. Bi-modal terminals – What makes them different? 
The bi-modal terminal, Figure 4, is a type of multi-modal and inter-modal exchange terminal where the urban rail 
shuttle is supported by high capacity PBS, road freight vehicles. The key freight unit to maximise the terminal 
throughput for the rail and road stacks in the centre of the terminal. The terminal has separate rail lines and PBS 
vehicle paths. Appropriate container lifting technology will also be employed.  
There will be several secondary functions in the terminal such as some warehousing, deconsolidation spaces, 
administration and maintenance blocks. However, within the outer precincts of the terminal it is expected that the 
zoning will attract larger container parks, large truck fleet maintenance yards, bulk fuel facilities and a variety of 
private distribution centres and ancillary operation. 
The introduction of PBS vehicles must also be accompanied by an appropriate road and bridge network that can 
support the mass and the turning circles of these vehicles. In this case study the subset of the principal freight 
network, called the High Productivity Freight network, achieves this end. The ‘principal road freight network’ is 
presented graphically in Figure 3. There a five rail terminals depicted. These are the Port of Melbourne, a Western, 
Northern and South Eastern terminals. Also the twin Port of Hastings is expected to be activated, especially for bulk 
trades, by 2030. A large western terminal is also being planned. 
2.2.1. New road vehicles through performance based standards on the principal freight network 
Performance Based Standards (PBS) was initially a Canadian concept, which was re-activated and further 
developed in Australia by the former National Road Transport Commission in 1999. (NRTC, 1999a; 1999b) This 
new regulatory framework allowed for more flexible vehicle types to be operated on the road network if the vehicle 
design complied with some 18 higher level operational and infrastructure performance standards (NRTC, 2003 and 
OECD, 2005). However, the Netherlands has also become active in the piloting of PBS applications. Figure 2 
depicts a mini B-Triple, which could also be highly useful for both container port and distribution centre to 
distribution centre operations. The preferred Melbourne PBS vehicle is depicted in Figure 5, and is referred to as a 
‘Super B-Double’. 
For countries that operate only single articulated vehicle combinations Figures 3 and 5 could all be considered 
High Productivity, PBS vehicles. 
2.3. Land use constraints and further considerations on the “Bi-Modal” terminal and “Principal Road Freight 
Network” development 
2.3.1. Rail connections and road and bridge considerations 
To deliver an urban rail freight terminal network by 2030 or earlier, will be necessary to have access to the 
existing rail network, or to land corridors that can be acquired in order to link the rail/road terminals to the container 
port and other declared rail/road industrial locations. The rail services also need to have approved pathways, 
especially if the urban rail freight shuttles are also to be compatible with a shared passenger rail network. Equally as 
important as the rail network is the provision of the premium road network, the principal freight network. This 
network must accommodate the mass and the turning circles of the longer PBS vehicles. The network will require a 
bridge system that will also support these vehicles at equivalent or lower speeds to conventional vehicle traffic. 
2.3.2. Terminal considerations 
The chosen terminal sites must be acquired as a secondary step after planning is completed. The sites will be 
zoned with a special industrial zone classification in order to prevent retail and residential encroachment that could 
hinder the surrounding logistic development zones sites. The complementary logistics functions such as warehouses, 
container parks, consolidation areas are all allowed and encouraged in the terminal precincts. 
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2.3.3. Cost 
The terminal network could be very expensive if at least some locations and some infrastructure, was not 
currently owned by the government. However, to offset these potential problems the government does have 
considerable ownership of the freight network infrastructure. A number of issues support the viability of this 
network, including: 
 
x The container port has been expanding for many years, so there is already reasonable capacity roads to service 
the port,  
x Some terminal sites are already in government ownership, 
x The rail terminal connections are made considerably cheaper as access can be achieved to specific links via the 
urban passenger rail network. This option is considerably cheaper than building a rail ‘freight only’ network, 
which should be avoided unless one already exists; and 
x Terminal land use could also be achieved by Public Private Partnerships, Joint Ventures or by Franchises, and all 
terminals need not follow the same model.  
 
 
Figure 2 Dutch Mini B-Triple being trialled in urban operations (Length 25.5 metres, weight up to 70 tonnes Gross Vehicle Mass) 
2.3.4. Terminal operations 
How many operators should work from a terminal? This is a question answered only by the number of licenses 
the government may wish to issue for operators running one or more trains into and out of the specialist terminal 
system. There is one argument that suggests for best network utilisation, one operator is appropriate and another 
argument is that not more than one operator exist per terminal. If a future terminal operator also has existing 
operations on non-urban parts of the network, operational economies can be brought to the urban network as well. 
2.3.5. Responsible authority 
For a high capacity rail terminal network, that depends on up to several truck and rail movements per vehicle, per 
day, there must be rigorous compliance to timetables and operational agreements. These arrangements cannot be left 
to market forces. It is imperative that the government empowers a terminals authority to establish and regulate the 
network for all operators. The terminals authority may or may not be responsible for land acquisition but it should 
be involved in the approval of land use planning in the terminals precincts. 
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2.3.6. Timing 
As global shipping and trade continue to slump into early 2009, the initial timing of the terminal development 
could slip from its initial intended timetable. However, infrastructure establishment is often considered as a very 
appropriate direction for stimulatory investment, and the 2030 timetable can still be adhered to. Leaving existing 
sites to be acquired by other parties will only impact on future buyback prices. 
 
Figure 3 The proposed principal road freight network for Melbourne (Source: DoT Victoria, 2008) 
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3. Conclusions from the Melbourne and Netherlands Experiences 
How do the initial rules for government intervention apply to the Melbourne Network Freight Strategy?  Firstly, 
there is a clear problem for the government to intervene. The expected 102% growth in the freight tonnage task for 
Melbourne, and for a container Port whose volumes are expected to quadruple by 2035, This will cause massive 
freight and social costs if left neglected by a free market. Freight productivity must be fostered not only from the 
aspects of keeping exports and manufacturing competitive but also ensuring the liveability of Melbourne residents.  
 
 
Figure 5 New PBS Super B-Double (non quad axle) configuration (Photo: Port of Melbourne Australia, 2005 (Length 30 metres, weight 62.5 to 
68 tonnes Gross Vehicle Mass)) 
Therefore, planning the solutions for urban freight requirements needs to start immediately and include: 
 
x the uptake of PBS vehicles, especially the articulated type for the container port operations, and for specialised 
commodities, this will be a considerable benefit,  
x developing the highly important road network, the premium network, to support these vehicles is a high 
government priority,  
x declaring very specific land precincts for the use of rail shuttles to the port area and to other high volume, freight 
hubs, is essential for the success of the new freight network, but, 
x the specialized high capacity terminals will be a new type of freight element in this network. These terminals will 
support both complementary rail shuttle operations and the operations of the new high productivity multi-
articulated vehicles that have been permitted to operate under the Australian Performance Based Standards 
regulatory framework. 
 
The new rail freight terminal and road networks, will have to be protected from residential and retail 
encroachment by zonal planning laws, and have operations rigorously protected  by legislation that will not favour 
any particular large incumbent operators. 
In Melbourne significant interventions will be adopted specifically to facilitate an enormous reduction in freight 
movements by using the proposed new urban freight network. This reduction in freight movements can be achieved 
through both the long term provision of a new freight network, including urban rail freight, and the adoption of PBS 
vehicles. (Hassall, 2008). These types of vehicles are beginning to deliver benefits in road freight operations in 
several countries. The Melbourne case study would suggest that this governmental intervention in urban freight land 
use planning, and freight infrastructure provision, in order to deliver large operational productivity benefits, whist 
mitigating against overall community freight exposure, would certainly not happen with a ‘hands off’ approach. 
However, when the delivery of this freight network is completed it will be interesting to compare Melbourne with 
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several less interventionist high volume freight cities. In comparison, the Netherlands had been even more operator 
interventionist in the 1990s, but has now fallen back to a role of infrastructure provision, and regulation. Certainly 
there are significant lessons that can be observed from both approaches, which have a reasonable degree of 
commonality between them. 
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